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INTRODUCTION AND BACKGROUND

based on the amount billed for both interstate and intrastate service.
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Washington, DC 20554

Federal State Joint Board on
Universal Service

In the Matter of

On April 3, 1998, MCI Telecommunications Corporation (MCI) filed

COMMENTS OF
THE PUBLIC UTILITIES COMMISSION OF OHIO

RESPONDING TO MCI'S PETITION FOR DECLARATORY RULING

Before the

Declaratory Ruling (Petition) requesting that the FCC find that its Universal

with the Federal Communications Commission (FCC) a Petition for

their universal service contributions by assessing a charge on their customers

(Universal Service RIO) permits universal service contributors to recover

Service Report and Order released on May 8, 1997, in CC Docket No. 96-45

interstate customers that is based on the customers' total billed revenues,

precluded by the Universal Service Order from imposing a charge on

including intrastate revenues, to recover federal universal service costs." On

April 10, 1998, the FCC released a Public Notice (DA 98-682) establishing a

Specifically, MCI requests that the FCC issue a finding that "carriers are not



pleading cycle in which to comment on MCl's Petition. Comments

responding to MCl's Petition are due at the FCC on or before April 24, 1998.

DISCUSSION

The Public Utilities Commission of Ohio (Ohio Commission)

maintains that the FCC's Universal Service RIO is unmistakably clear that

interexchange carrier assessments to end users for federal universal service

funding must be derived solely by charges on interstate services only. In

support of its interpretation of the FCC's decision, the Ohio Commission

notes that the Universal Service RIO concludes as follows:

"Because the Joint Board did not recommend that
we authorize carriers to recover their contributions
via rates for intrastate services, we conclude that at
least for the present we should maintain our
traditional method of providing for recovery,
which permits carriers to recover their federal
universal service contributions through rates for
interstate services only. Also, as described below,
we believe that this approach will best promote the
continued affordability of basic residential service.
For the same reason, i.e., to maintain and promote
the affordability of basic residential service, we are
also declining to create a single interstate fee that
would be paid by basic residential subscribers. We
will, however, continue to seek guidance from the
Joint Board as to whether carriers should be
required to seek state authorization to recover a
portion of the universal service contribution in
intrastate rates, rather than in interstate rates
alone."

Universal Service RIO at <[ 809.
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The Ohio Commission maintains that the Universal Service R/O is

unequivocal in that the FCC never intended carriers to be able to place

federal universal service funding (USF) assessments on charges to end users

related for intrastate usage. Consequently, MCl's Petition requesting that the

FCC interpret its Universal Service R/O to mean that assessments on both

intrastate and interstate charges are permitted should be rejected. It cannot be

reasonably disputed that the true effect of MCl's position, technicalities aside,

is to create an intrastate USF surcharge levied on intrastate services; that

result is clearly prohibited by the Universal Service R/O. An extreme

example which MCI fails to address is how it will recover a USF surcharge

from a customer who makes only intrastate toll calls during a billing period.

In its Universal Service R/O, the FCC determined that the assessment

of the carriers' contributions for high cost support and low income programs

would be derived solely on the revenue base from interstate end user

telecommunications services. Concerning the assessment of contributions

for the support mechanisms for eligible schools, libraries, and rural health

care providers, the FCC elected to base carriers' contributions on both

interstate and intrastate revenues. As mentioned above, however, the FCC

required carriers to recover their costs involved with supporting these

subsidies through charges to customers for interstate services only. Thus, all

surcharges relating to the Federal USF program (high cost, low income, and

schools/libraries) are supposed to be interstate charges.
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MCI maintains in its Petition that its practice of recovering federal

universal service payments through charges to end users' for both interstate

and intrastate services is consistent with the FCC's rationale for determining

that carriers contributions to the fund, which is based on both the carriers'

intrastate and interstate revenues. In particular, MCI maintains that since a

sizeable portion of the federal universal service fund is based on total

revenues, and not just interstate revenues, its cost recovery mechanism also

is based on total revenues in an effort to match costs with cost causation. MCI

Petition at pages 5 and 6.

The Ohio Commission submits that MCl's logic and recommendation

concerning the collection of federal USF assessments based on intrastate and

interstate revenues is fundamentally flawed. The most obvious flaw with

this reasoning is that the FCC affirmatively and unequivocally concluded,

after considering the arguments of all commenters, that all of the surcharges

for the Federal USF programs were to be recovered only through interstate

rates.

Further, the Ohio Commission notes that even the underlying

assessments for federal lifeline services and high cost programs are based

solely on the carriers' interstate revenues and international revenues.

Consequently, if the FCC were to grant MCl's Petition and allow recovery of

federal universal service programs through charges to end users for both

interstate and intrastate usage, carriers would erroneously be permitted to

recover under the intrastate jurisdiction costs for federal lifeline and high cost
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assistance that are incurred by the carrier under the interstate jurisdiction

only. Moreover, as discussed in its comments filed in response to the Joint

Board's Recommended Decision to the FCC, the PUCO questions whether the

FCC has the necessary authority to require intrastate charges to fund interstate

universal service programs.1 Another disturbing aspect of MCl's petition is

the potential implications for local exchange carriers (LECs), particularly the

Regional Bell Operating Companies (RBOCs). If the FCC adopts the position

set forth in MCl's Petition, LECs may seek to recover USF their assessments

(currently recovered through interstate access charges) based on intrastate end

user services. Again, this is an idea that the FCC fully considered and

consciously rejected in the Universal Service RIO. Relying on the

Congressional directive found in 47 U.s.c. § 254(b)(1), the FCC stated as

follows:

Our decision as to the recovery of universal service
contributions also is consistent with the statutory
principle of providing affordable basic residential
service in that by providing for recovery through
interstate mechanisms we are avoiding a blanket
increase in charges for basic residential dialtone
service.

Universal Service RIO, at <jf 827. If the FCC now reverses its prior decision

and adopts MCl's approach, this critical aspect of the decision will become

uncertain and reopen controversial issues that are now closed.

In its comments to the FCC responding to the Joint Board's Recommended Decision to the
FCC, the Ohio Commission indicated that it was willing to have assessments placed on the
intrastate and interstate revenues of providers of interstate services. The Ohio Commission
further indicated, however, that the FCC return to the individual states, in the form of
block grants, the intrastate revenues collected for schools and libraries. Ohio Commission
Comments (December 18,1996) at 19.
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Attached to these comments is a copy of the PUCO's comments filed in

response to the Joint Board's Recommended Decision, which expand on the

Ohio Commission's position regarding the legality of the FCC to place

assessments and recovery of charges for Federal USF on intrastate revenues

and charges. See Ohio Commission Comments at 19-26. In response to the

Ohio Commission's comments, the FCC in its CC 96-45 Order recognized the

inherent problems, as articulated, associated with basing federal USF

assessments on both intrastate and interstate revenues. Universal Service

RIO at <j[ 828 (note 2101). The Ohio Commission maintains that these same

problems would exist if the MCI Petition is granted. Consequently, the FCC

should leave it's well considered prior conclusions unchanged.

As mentioned above, the Ohio Commission maintains that the FCC

should dismiss as erroneous MCl's Petition regarding this matter. The Ohio

Commission also questions the procedural context of MCl's Petition, and

believes that it is more properly characterized as an untimely petition for

reconsideration. Should the FCC determine, however, that certain

modifications to its current USF mechanisms are necessary to address MCl's

Petition, the Ohio Commission maintains that the FCC should amend its

USF rules to reflect that assessments associated with all aspects of the Federal

USF program should be based solely on a carrier's interstate revenues.

Likewise, any revised mechanism must continue to ensure that carriers'

recovery of these charges for federal programs is based on customer charges

for interstate and international services only and are not based on intrastate
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charges for service. The Ohio Commission maintains that if the FCC were to

adopt the Ohio Commission's recommendation on this matter, it would

ensure that MCl's belated concerns are addressed regarding recovering costs

in a cost causation manner.

CONCLUSION

The Ohio Commission maintains that MCl's Petition must be

dismissed since it is based on a mistaken understanding of the FCC's

Universal Service RIO. In the event the FCC determines that minor

modifications to its USF mechanisms are necessary, the Ohio Commission

recommends that the FCC adopt a rule that would limit assessments

associated with federal USF programs to carriers' interstate and international

revenues. Recovery of such charges must continue to be based on interstate

and international charges.

Respectfully submitted,

Betty D. Montgomery
Attorney General

Steven T. Nourse
Assistant Attorney General
Public Utilities Section
180 E. Broad St.
Columbus, OH 43215
(614) 466-4395
Fax: (614) 644-8764
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Before the

FEDERAL COM:MUNICA.nONS COM:MISSION
Washington, DC 20554

In the Matter of

Federal-State Joint Board on
Universal Service

)
)
)
)
)

CC Docket 96-45

INITIAL COMMENTS OF
mE PUBLIC UTILITIES CO.MMISSION OF aIDa

ImKOOUcnON

On February 8, 1996, the President signed into law the Telecommunications

Act of 1996 (1996 Act). Section 254(a)(1) of the 1996 Act requires that within one

month after the date of the enactment of the 1996 Act the Federal Communications

Commission (FCC) shall institute a Federal-State Joint Board on Universal Service.

The Federal-State Joint Board COf'.sists of three carr.missioners of the Federal

Communications Commission (FeCL rour state commissioners, and a

state-appointed utility consumer advocate nominated by a national organization of

state utility consumer advocates.

Consistent with the Congressional directives set forth by the 1996 Act, on

November 7, 1996, the Joint Board issued its Recommended Decision to the FCC

regarding universal service. The Joint Board's Recommended Decision, among other

things, addresses issues related to universal service principles; services eligible for

support; support for schools, interstate low-income programs and high cost areas;

common line cost recovery; and administration of support mechanisms.

The Public Utilities Commission of Ohio (PUCO) hereby submits its initial

comments pursuant to the FCC's November 18, 1996 Public Notice requesting



comments on the Federal-State Joint Board's Recommended Decision. Initial

comments are due on or before December 19, 1996.

BACKGROUND

Section 254(b)(1) of the 1996 Act requires that the Joint Board on

Universal Service and the FCC shall base their policies concerning the preservation

of universal service on the following principles:

(1) Quality services should be available at just, reasonable, and
affordable rates.

(2) Access to advanced telecommunications and information
services should be provided in all regions of the country.

(3) Consumers in all regions of the nation, including low-income
consumers and those in rural, insular, and high cost areas,
should have access to telecommunications and information
services that are reasonably comparable to those services
provided in urban areas and that are available at rates that are
reasonably comparable to rates charged for similar services in
urban areas.

(4) All providers of telecommunication services should make
equitable and nondiscriminatory contributions to the
?reservation and advancemeY1t of universal service.

(5) There should be specific and predictable federal and state support
mechanisms to preserve and advance universal service.

(6) Elementary and secondary schools and classrooms, health care
providers, and libraries should have access to advanced
telecommunica tion services.

(7) The Joint Board and the FCC are permitted to determine if other
principles are necessary and appropriate for the protection of the
public interest, convenience, and necessity and are consistent
with the 1996 Act.

The FCC's decision in this proceeding should be carefully crafted to

fulfill each of these obligations.
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DISCUSSION

Definition Of Universal Service: Wbat Services To Support

(Section IV of the Recommended Decision).

In its Recommended Decision, the Joint Board concluded that all four criteria

set forth in the Act, Section 254(c)(1)(A)-(D) need to be considered before determining

whether a service or functionality should be included in the definition of universal

service; however, a particular service need not meet each of the four criteria to be

included in the definition. Recommended Decision at Paragraph 46. Section

254(c)(1)(A)-(D) requires the Joint Board and the FCC to consider the extent to which

telecommunications services included in the definition of universal service are: (1)

essential to education, public health or public safety; (2) have, through the operation

of market choices by customers, been subscribed to by a substantial majority of

residential customers; (3) being deployed in public telecommunications networks by

telecommunications carriers; and (4) consistent with the public interest, convenience,

and necessity.

The PUCa agrees with the Joint Board's recommendation that service;

included in the definition of universal service do not necessarily have to meet all

four criteria. The puca does believe that each of the services designated by the Joint

Board does meet at least three, if not all four, criteria.

The Joint Board recommended that the following services be included in the

definition of universal service:

(1) Single-party service;

(2) Voice-grade access to the public switched telephone network,
including the ability to place calls and to receive calls, as well as a
local usage component;

(3) Dual Tone Multi-Frequency (DTMF or touch-tone) or its
functional digital equivalent;
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(4) Access to 911 and other emergency services, including access to
E911 when a local community requests that a carrier provide
such access;

(5) Access to operator service;

(6) Access to interexchange service; and

(7) Access to directory assistance.

Recommended Decision at Paragraphs 46-52.

The Joint Board acknowledged that access to Telephone Relay Service (TRS) is

an integral part of universal service. Since, however, this service is already

supported through a separate fund, the Joint Board determined that access to TRS

need not be listed as part of universal service support. The Joint Board also noted

that the provision of "white page listings" received significant support from

commenters. Though the Joint Board agreed that this is an important service that

bc:.lit2.tes access to the network, they did not believe that white pages listings to be

within the Act's definition of telecommunication services. 11. its disc...l.ssion, the Joint

Board noted that it rejected the suggestions from several commenters that the actual

use of internet services be supported. Tne Joint Board fOlliLd that non-toll access to

the Internet is provided through voice-grade access to the public switched network.

The Joint Board also found that the provision of Internet service does not meet the

statutory definition of a "telecommunications service". The Joint Board declined to

support toll access to Internet providers, but predicted that the increasing demand for

such service will result in broader accessibility of Internet access providers and reduce

or eliminate the need for customer in rural areas to place toll calls to obtain Internet

service. Recommended Decision at Paragraphs 65-69.

The PUCO generally agrees with the Joint Board's list of recommended

services and functionalities to be included in the definition of universal service. The
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equivalent of these same services was also included in the PUCO's definition of

universal service within its local telephone competition guidelines. (PUCO Case No.

95-845-TP-COr Section XIII, attached as Appendix A). However, the PUCO, in its

definition of universal service, limited single-party service to residential service only.

The PUCO also included a white pages listing plus a directory in its definition. The

PUCO believes that access to directory assistance without the inclusion of a directory

does not completely meet consumers' basic needs for access to information. Use of

directory assistance may become costly, especially if a caller is charged a fee for each

directory assistance call placed. The availability of a directory could alleviate the need

to place the majority of directory assistance calls and consequently lower costs for the

consumer.

The PUCO does agree with the Joint Board's recommendations that the actual

use of internet services not be supported. However, in its local telephone

competition guidelines, the PUCO acknowledged the need for the network to be able

to support such services by requiring companies to have the capability of transferring

data at a rate of 9600 bps by June 12, 1997. The PUCO believes that the usage of tIle

~'-'-ClJ.\.. s.vltched nehvoc, ror transmiss,.)~,:)i c:.dca ",,"ill increase over time; therefore,,

the PUCO determined that all LECs should phase in the necessary network upgrades

to allow data transmission at speeds of 14,400 bps by December 31, 1998. The policy of

Ohio promotes the usage of technology such as computers to enhance our long term

societal goals. The PUCO has determined that a certain minimal data transfer rate

recognized in bits per second should become part of telephone service which is

universally available to all Ohioans.

In its Recommended Decision, the Joint Board refrained from recommending

that the Commission require eligible carriers to meet specific technical standards

established by the Commission as a condition to receiving universal service support.

-5-



Instead the Joint Board recommended that state commissions submit to the

Commission the service quality data provided to them by carriers. Recommended

Decision at Paragraphs 104-105.

The PUCO agrees with this recommended decision. The PUCO believes that

the states are in a better position to determine the standards for quality needed for

their particular circumstances and to enforce such rules. The PUCO currently has

minimum telephone service standards and has just opened a new docket to review

these standards in the light of competition. The PUCO has no problem with

providing the Commission the service quality data provided by the carriers operating

within Ohio. The FCC should, however, determine the type of data it would expect

the state commissions to provide.

The Joint Board also recommended that the Commission revisit the definition

of universal service no later than January 1, 2001. It also recommended that the

Commission could institute a review at any time upon its own motion or in

response to petitions by interested parties. Recommended Decision at Paragraph 110.

The PUCO concurs that the definition of universal service needs to be revisited

:"'"1u~; Ou.J l' -a 11,."
r-~.l \.. Uj' The changing technology expecred as a result or the competitive

marketplace alone dictates a need to review the definition and to update it if need be.

Societal needs may also change, thus causing the need for the universal service

definition to reflect these changes. The PUCO has also indicated the need to review

and possibly update Ohio's universal service definition and support fund periodically

in its local telephone competition guidelines.
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Selection Of A Proxy Cost Model for High Cost Consumers

(Section VII of the Recommended Decision)

The PUCO agrees with the Joint Board's recommendation that the calculation

of costs should be based on forward-looking economic costs. The PUCO further

agrees that proxy models are the most efficient method for determining such

forward-looking costs. The PUCO disagrees, however, with the Joint Board's lack of

recommendation on a specific model. Given the short time frame for development

and adoption of the proxy model, the PUCO recommends a preliminary proxy model

selection be made at this time. As our local competition guidelines show, the puca

has already selected the Benchmark Cost Model (HCM) and any subsequent revisions

to that model for calculation of the benchmark costs for determining high cost

support. The Ohio Commission believes that, although not perfect, this model is the

best alternative currently available. Of the models considered by the Joint Board, the

BCM2 model best meets the criteria for evaluating the reasonableness of a proxy cost

model. Recommended Decision at Paragraph 277. Tne PUCO believes that t.L1.e Joint

Board's efforts would be best spent in further refining this particular model to mF- •.

all the G'iteria rather that continue debating the relativ2 G:.~:its of the various modeLs

or creating a mew model. Attached to these comments, for the FCC's review and

consideration, is the PUCO's intrastate Universal Service Funding model, which has

been recently adopted by the Ohio Commission inCase No. 95-845-TP-COI. (Appendix

A).

Services to be Supported for Low-Income Consumers

(Section VIII of the Recommended Decision)

In its Recommended Decision, the Joint Board determined that, through

universal service support mechanisms, low-income consumers should have access to
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the same services designated for support for rural, insular, and high cost areas. The

Joint Board also proposed that the Lifeline Assistance Program for eligible

low-income consumers include voluntarv toll limitation. Recommended Decision at
J

Paragraphs 383 - 384.

In addition, the Joint Board recommended that only carriers that currently

possess the capability of providing toll limitation services be required to provide

them to Lifeline-eligible consumers and receive universal service support for such

services. Eligible carriers that are technically incapable of providing any toll

limitation services should not be required to provide either "taU blocking" or "toll

control." Toll Blocking allows customers to block toll calls and toll control allows

customers to specify in advance a certain amount of toll usage per month or billing

cycle. These carriers' incapability of providing such services should not affect their

designation as eligible telecommunications carriers to receive universal service

support. The Joint Board, however, further recommended that eligible carriers not

currently capable of providing these serv-ices be required to add the capability to

provide at least toll blocking in any switch upgrades \although universal service

succor: will r',ot be provldcd br tnese s"A/itch upO'o!ades). Carriers offerinO'o -'lolCu.'1tarv
l. "" ... I

toll limitation services should receive support based on the incremental cost of

providing these services. The Joint Board also noted that toll limitation services

should be supported only for low-income consumers. Recommended Decision at

Paragraphs 385-386.

The PUCO agrees with the Joint Board's recommendations that toll limitation

services be provided. The PUCO also concurs that only such services for low-income

customers be supported. In Ohio's local competition guidelines, which contains the

PUCO's universal service funding guidelines (Attached as Appendix A), the PUCO

established a low-income support program. This program includes discounted rates
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to low-income customers for call control features, i.e., toll restriction and blocking for

900 and 976 calls.

The Joint Board further recommended that carriers receiving universal service

support for providing Lifeline service be prohibited from disconnecting the service of

Lifeline subscribers for nonpayment of toll charges. Recommended Decision at

Paragraph 387. The PUCO concurs with the Joint Board's recommendation that

Lifeline subscribers not have service disconnected for failure to pay toll charges. In

fact, the PUCa has taken this position a step further. In October 1996, the PUCO

issued its disconnection order which prohibits the disconnection of any customer's

local service for failure to pay toll charges. PUCO Case No. 95-790-TP-COl (Attached

as Appendix B). The nonpayment of toll charges will result only in the disconnection

of toll service. The PUCO believes that the disallowance of disconnection of local

service for non-payment of toll contributes to a "level playing field" in the

competitive market.

Also in its disconnection docket, the PUCa has ultimately required local

service prOViders to provide "selective" toil blocking servic2 to all other toll serviCi:

~:-:)· .. :d2rs. ~<0 local service provld2r ',I,:ill be pennitted co "unlv"2:sally' Oi06~ ac:ess

to all toll service for the nonpayment of toll charges owed to any particular toll

service prOVider or group of toll service providers, including both intraLATA and

interLATA toll prOViders. However, this provision will not be in effect until 1 +

intraLATA equal access is available throughout Ohio. lntraLATA equal access is

scheduled to be available in Ohio from all ILECs not legally constrained from offering

interLATA services no later than November, 1997. Until then, companies shall offer

"universal" toll blocking.
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Reevaluation of Existing Low-Income Support Programs

The PUCO commends the Joint Board on its proposals to modify existing

federal Lifeline and Link Up programs in order to extend the program benefits to

low-income residential end users "in all regions of the nation." Before responding to

specific Joint Board recommendations, however, the Ohio Commission submits the

following background information regarding Ohio's existing low-income support

programs.

Currently, there are three programs in Ohio offering various forms of financial

assistance to residential, low-income end users. Service Connection Assistance (SeA)

is available to help qualified individuals defray the upfront deposit and connection

charges associated with acquiring telephone service. Telephone Service Assistance

(TSA) waives the upfront charges and offers recurring monthly discounts to

low-income customers who are also either elderly or disabled. Finally, Universal

Service Assistance (USA) is a program offered by Ameritech Ohio as part of its

Advantage Ohio alternative regulation plan. PUCO Case No. 93-487-TP-ALT. USA is

effectively a combination of both the SeA and "... .:3 •.J... pc:;:;:-a.::1s, ;,'1Ien the addition vj

Each of these programs have been certified by the· FCC to receive partial

funding through the federal Lifeline and/or Link Up programs. In every case,

however, at least half of the program costs are supported by individual carrier or state

fund contributions. Additionally, all three programs employ means-tested eligibility

criteria for qualification purposes. Finally, it should be noted that, as previously

mentioned, the PUCO's recently released rules governing Ohio local competition has

required the establishment of a single, statewide low-income support program which,

not unlike Ameritech's USA program, will include a larger eligible customer base

-10-



and a greater level of benefits than is currently offered through SeA and TSA

combined.

The Joint Board, in its efforts to ensure ubiquitous availability of federal

[ow-income support, has recommended various modifications to both the existing

Lifeline and Link Up programs.

Lifeline Program for Low-Income Consumers

In its Recommended Decision, the Joint Board proposed, among other things,

that in order to receive any funding from the new federal universal service support

mechanism, a carrier must offer Lifeline assistance to eligible low-income customers.

Recommended Decision at Paragraph 417. Furthermore, the Joint Board proposed

that Lifeline funding no longer be tied to state matching contributions, in order to

make such federal funds available even in states that do not provide matching funds.

Instead, the Joint Board recommended a baseline federal level of funding (tentatively

set at 55.25 per month), beyond which additional federal funding may be received at a

rate of 51.00 for every 52.00 contributed from the intrastate jurisdiction, up to a

r:~axL-nu.r:'. of 57.00 :Jf f2deral support. R2COLT.Denced Slec~.sion at Paragraphs 417-419

.-'.G.d"clonally, tht? Joim Beard proposed to amend the current Lifeline program such

that all telecommunications carriers, not just local exchange carriers (LEes), are

eligible to receive support for serving qualified low-income consumers.

Recommended Decision at Paragraph 424.

Link Up Program for Low-Income Consumers

With respect to the current Link Up program, the Joint Board recommended,

among other things, that such support be available to qualifying low-income

consumers requesting service from 'any telecommunications carrier that provides

local exchange service. Recommended Decision at Paragraph 427. The Joint Board

further recommended, however, that the level of Link Up support for each
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individual consumer be maintained at its current level. Recommended Decision at

Paragraph 427.

The PUCO does not oppose the foint Board Lifeline and Link Up proposals

identified above, and further agrees that such recommendations will help achieve

the universal service objectives of the Telecommunications Act of 1996. There are,

however, two additional Joint Board recommendations about which the Ohio

Commission does have concerns.

In its Recommended Decision, the Joint Board also proposed that the

Commission implement a national rule prohibiting telecommunications carriers

from requiring Lifeline-participating subscribers to pay service deposits in order to

initiate service if the subscriber voluntarily elects to receive toll blocking.

Recommended Decision at Paragraph 429.

The PUCO acknowledges the Joint Board's concerns regarding high service

deposits as discussed in Paragraph 429. However, the PUCO disagrees with the Joint

Board's recommendation that deposits be waived if subscribers voluntarily elect to

receive toll blocking. The waiver of a deposit should not depend on whether or not a

subscriber chooses toll blocking. The requirement of the blocking of toll services has

never been tied with the Lifeline or Link-Up assistance programs before. This

recommendation unfairly assumes that ill low-income subscribers are unable to

manage their toll bills.

The PUCO does agree that the requirement of deposits (often high, due to

previous disconnection of service) is a barrier to low-income customers accessing the

telecommunications network. Within Ohio's newly proposed low-income support

program, the PUCO ordered a waiver of deposits required to obtain new service for

subscribers who will be participating in the low-income program. The PUCO

encourages the Commission to waive service deposits to obtain new service for ill
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Lifeline-participating subscribers and not to link such a requirement to the voluntary

choice of toll blocking.

Finally, the Joint Board recommended that both the Lifeline and Link Up

programs be modified such that they are no longer funded solely through

lnterexchange carrier (IXC) revenues. Instead, the Joint Board proposed that the

programs be supported through "equitable and non-discriminatory" contributions

from all telecommunications carriers that provide interstate services. The Joint

Board further proposed that such contributions be made on the basis of each carrier's

revenues. Recommended Decision at Paragraphs 423 and 426.

To the extent that the above recommendation is adopted, the PUCO urges the

FCC to draw such contributions from only the interstate revenues of carriers that

provide interstate services. As mentioned previously in these comments, Ohio

currently funds over half of the costs of its existing low-income programs.

Furthennore, the PUCO has established the development of an intrastate universal

service fund that is expected to subsidize a similar share of the new low-income

support program delineated in the Ohio Commission's recently release 10Co.l

C:::r1cpeCClGrl ["1.;.",2':5 i,see attached Appendix A). To that end, as discuss later in these

has the requisite authority to draw from intrastate revenues in order to fund the

federal programs. However, if the FCC does mandate the use of intrastate revenues

to contribute to the funding of the federal low-income programs, then the PUCO

submits that the interstate revenues of the same carriers should also be made

available to help defray states' program costs of providing financial support to

low-income consumers.
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Support For Schools And Libraries

(Section X of the Recommended Decision)

The PUCO commends the Joint Board for its insightful recommendations to

the FCC regarding mechanisms and opportunities for schools and libraries

participation in the universal service support system directed by Congress in the 1996

Act.

Ohio Educational Technology Initiatives

Before commenting on specific recommendations by the Joint Board regarding

schools and libraries, the PUCa considers it important that the Commission be

apprised of educational technology initiatives taking place in the state of Ohio. Ohio

has taken a leadership position by establishing and funding several major programs

designed to ensure that Ohio's schools have access to the advanced

telecommunications services proposed by the 1996 Act.

Ohio SchoolNet

Ohio 5choolNet lS a 595 mJlion initiative to bri.no-o the c3.oacitv for- , ,

telecommunications and computer technology into every public K-12 classroom in

Ohio. Tne Ohio Legislature authorized $50 million to wire each of the 100,000

classrooms in the state for data, voice, and video transmission, and an additional 545

million for the provision of a computer workstation in each classroom of schools in

those 25 percent of the districts in the state determined to have the lowest property

valuation. This initiative, which became law in 1994, is to be fully implemented by

1999 and will allow the installation and use of the internet and other networking

technology throughout Ohio's public schools. The wiring infrastructure provided by

Ohio SchoolNet will advance access to the global information highway for all
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students and teachers and will encourage new ways of thinking, learning and doing

In our schools and classrooms.

SchoolNet Plus

In 1995, the Ohio legislature passed additional legislation to provide

technology to enhance educational opportunities for our public school children.

Complementary to the SchoolNet initiative, SchoolNet Plus is an expenditure of 5400

million to provide at least one multi-media computer workstation for every five

Ohio public school students in grades K-4. These funds are targeted to allow schools

to procure computer hardware, software, equipment, training, and services as well as

equipment used for two-way audio and video applications. Through Ohio SchooLNet

and SchoolNet Plus, every Ohio public K-4 classroom will have state-of-the-art

telecommunications technology to accommodate the diverse needs and learning

styles of Ohio's students.

Ohio SchoolNet Telecommunity

The Ohio SchoolNet Telecorrunur.~c~( ,5 -i S2S !:'.illiDn initiative authorized bv

.1.. => PT~'CO and funded bv nine maior local exchange telephone companies whose

combmed service area covers 97 percent of Ohio. The goal of this program is to

prOVIde grants which would allow the deployment of two-way fully interactive

distance learning capabilities among Ohio's schools. Working in conjunction with

Ohio SchoolNet and SchoolNet Plus, the Ohio SchoolNet Telecommunity offers

schools the opportunity to connect and collaborate with businesses, institutes of

higher education, and community resources. The purpose of the Ohio SchoolNet

Telecommunity lS to afford students and teachers the chance to learn, experiment,

and broaden their range of experiences through video resources. Other goals of the

Ohio SchoolNet Telecommunity include: connect schools to libraries, universities,
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museums, laboratories and other community resources around the state, country and

world through 21st-century technology; build capacity among teachers and students

to utilize technology in the classroom as a tool to increase meaningful learning and

individualized educational opportunities; create virtual communities through

which students, teachers, and community members are able to communicate and

collaborate with individuals from different geographic regions, states, even countries.

State of Ohio Multiagency Communications System (SOMACS)

The Ohio Department of Administrative Services awarded a fiber optic

infrastructure development contract in February, 1996. The State of Ohio

Multiagency Communications System (SOMACS) will operationalize the coordinated

use of low-cost commercial telecommunications services for all state agencies.

SOMACS provides the opportunity for schools and other state institutions to access

and use high speed fiber connections of up to 2 gigabits per second over the fiber

backbone. In addition, the state has established universal postalized pricing for 56

=<".:'05 a~,:: 1.5 "Abos circuits. Postalized Dr:ci.:.l~ z;,llo',1/5 for "T-l level point to ooint
• J.. .i. 1..' .....

connection between anv two schools within Ohio at a standardized once. The, .

srandardized price is at a significant discount from previously-available pricing for

the same services.

The PUCO asks the Joint Board and the FCC, in recognition of Ohio's forward

looking approach and efforts in the provision of advanced telecommunications

technologies to schools in Ohio, to ensure that universal service support for schools

and libraries is flexible and fair such that Ohio schools can build upon and enhance

technologies already in place with support for recurring costs and technological

options which would fill in the gaps and seams in our system.
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Functionalities/Services Eligible for Support

The Joint Board recommends that support for schools and libraries include all

telecommunications services, internet access and internal connections.

Recommended Decision at Paragraph 9. More specifically, the Joint Board

recommends that the Commission adopt a rule that provides schools and libraries

with maximum fleXibility to purchase whatever package of telecommunications

services they believe will meet their needs most effectively and efficiently.

Recommended Decision at Paragraph 458.

The PUCO concurs with the Joint Board recommendation that support for

schools and libraries include all telecommunications services, internet access and

internal connections. In light of the telecommunications technology initiatives

already in place in Ohio, the PUCO appreciates the Join Board intent to provide

maximum flexibility in the schools' selection of telecommunications services. In

additio:->., the puca 3iJ.-:,,:;or:s the Join~ Board recommendation that internal

connections include such items as routers, hubs, network servers, and wireless LANs

schools support for the completion and network integration of the wiring

infrastructure already installed under the Ohio SchoolNet program.

The Joint Board acknowledges that many schools have already secured internal

connections and concludes that the provision of such connections is both technically

feasible and economically reasonable. Recommended Decision at Paragraph 477. The

PUCO notes that the Ohio legislature committed 550 million for the provision of

internal wiring for school classrooms.
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